SCHOTLES Scholes International Airport

INTERNATIONAL AIRPORT

. AIRPORT ADMINISTRATION
2115 Terminal Dr | Galveston, TX 77554
www.galvestonairport.com | airport@galvestontx.gov | 409-797-3590

October 9, 2020

Honorable Mayor and Members of Council,
Galveston, Texas

Dear Honorable Mayor and Members of Council,

Subject:  Consider for approval a request authorizing the City Manager to execute two separate
Assignments of Lease Agreements assigning the two Leases commencing January 1, 2010,
between the City of Galveston and Dewey Grinslade to LVL LLC, upon final approval by the
City Attorney.

I. Background:

A. OnlJanuary 1, 2010, the City of Galveston entered into two, twenty (20)-year lease agreements with
two, ten (10)-year options for a total of 40-years with Jack Robinson for two lots containing 16,510
sg. ft. of land located at 2015 Terminal Drive to construct a hangar for aircraft storage and 16,510
sg. ft. of land located at 2021 Terminal Drive to construct a warehouse for aviation purposes for a
total of 33,020 sq. ft. of land.

B. On January 25, 2018, the City Council approved assigning both lease agreements to Dewey
Grinslade.

I1. Current Situation:

A. Mr. Grinslade no longer needs an aircraft hangar and desires to sell both ground leases with the
Leasehold Improvements (hangar) to LVL LLC.

B. City Council must approve the Assignments of Lease Agreements before Mr. Grinslade can
proceed with the sale of these two ground leases and Leasehold Improvements (hangar).

C. Assignee agrees to assume and perform Lessee's obligations under the two Leases and to accept
both Leased Premises in their present “AS IS” condition.

I11. Issues:

A. Utilization — Currently, the hangar is not being fully utilized for aviation purposes. Allowing the
assignment will ensure continued use of the hangar for aviation purposes, as originally intended.
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1V. Alternatives:

AIRPORT ADMINISTRATION
2115 Terminal Dr | Galveston, TX 77554
www.galvestonairport.com | airport@galvestontx.gov | 409-797-3590

A. City Council approves a request authorizing the City Manager to execute two separate Assignments
of Lease Agreements assigning the two Leases commencing January 1, 2010, between the City of
Galveston and Dewey Grinslade to LVL LLC, upon final approval by the City Attorney.

B. City Council does not approve the request.

V. Recommendation

Approve the request authorizing the City Manager to execute two separate Assignments of Lease
Agreements assigning the two Leases commencing January 1, 2010, between the City of Galveston
and Dewey Grinslade to LVL LLC, upon final approval by the City Attorney.

VI. Fiscal Impact Report

Requested by:

Funding Source:

Costs of implementation:
Estimated cumulative Revenue:

Estimated annual M&O costs:

Estimated Annual Net Revenue:

Additional information:

Respectfully submitted:

Mike Shahan
Airport Director

Encl. (2)

Mike Shahan
Airport Director

N/A

N/A
N/A
N/A
N/A

See attached Lease Assignments
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LEASE AGREEMENT

BETWEEN

- THE CITY OF GALVESTON

AND

JACK ROBINSON

2021 TERMINAL DRIVE

- GALVESTON, TEXAS 77554



Name of Lessee:

Nature of Business:

Date of Agreement:

Term:

Termination Date:

Options:

Leasehold Description:

Rental Fees:

Escalation Clause:

Utilities:
Maintenance:
Taxes:
Insurance:

Remarks:

éCHOLES INTERNATIONAL AIRPORT
: (Lease Summary)

ack Robinson

C.

Construction of a warehouse for aviation purposes

January 1, 2010

.

Wenty (20) years
December 31, 2029
Two (2), ten (10-) year options

Sixteen thousand five hundred ten (16,510) sq. ft. of unimproved land
located at 2021 Terminal Drive

One Hundred Eighty-Two Dollars and Twenty-Four Cents ($182.24) per
month

The greater of CPI-U or two and one-half percent (2.5%) annually
Tenant

Tenant

Tenant

Tenant - General Liability — 250/500/100 on occurrence basis

If construction of a warehouse for aviation purposes is not completed
within one year from the commencement date of this Lease, January 1,
2011, Lease will automatically and immediately terminate unless
otherwise approved in writing by the City prior to the completion date.
This Lease Agreement is subject to Federal Aviation Administration

(FAA) requirements, approval and review and also constitutes a public
document being subject to public inspection at anytime hereafter.
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LEASE AGREEMENT

The Lease Agréement, made and entered into this day of January 1, 2010, by and

between:
The City of Galvﬁesfon, a Texas Municipal Corporation, hereinafter referred to as "City"
and

Jack Robinson, hereinafter referred to as "Lessee."

WHEREAS, thé City is the administrator of the premises known as the Scholes
International Airport (the "Airport") and

WHEREAS, the City and Lessee are mutually desirous of entering into a Lease for the
use and occupancy of certain areas at the Airport;

NOW, THEREFORE, for and in consideration of the rents to be paid hereunder, the
mutual promises and agreements of the parties hereinafter set forth, the City hereby leases, lets and
demises to the Lessee, those certain premises located at the Airport and shown on Exhibit A,

(hereinafter called "the Leased-'Premises") during the term of the Agreement upon the following terms

and conditions:



1.1

1.2

2.1

3.1

ARTICLE 1
TERM

The term of this lease shall be for twenty (20) years commencing January 1, 2010, and
ending December 31, 2029, unless sooner terminated in accordance with the provisions
hereof, upon whjch Lessee agrees to immediately vacate the premises.
Lessee shall haQe the option to extend the term of this Lease for two (2) additional periods
of ten (10)- yeafs. To exercise said option, Lessee must notify Lessor in writing at least
one hundred and eighty (180) days prior to the expiration of the term referenced above.

ARTICLE 2

LEASED PREMISES

The Leased Premises, shown on Exhibit A, attached hereto and made a part hereof,

consists of:

(a) approximately, sixteen thousand five hundred ten (16,510) sq. ft. of unimproved
property located at 2021 Terminal Drive;

(b) any improvements now existing or to be constructed or installed thereon during the
term hereof.

ARTICLE 3

USE OF LEASED PREMISES

The Lessee shall occupy and use the Leased Premises for the following purposes only,

and no other, without the prior written consent of the City:
for the purpose of constructing a warehouse for aviation purposes;

nothing contained in this Agreement shall give or be construed to give the Lessee any

right to sell or store aviation fuel of any kind at the Airport.



4.1

4.11

4.2

4.3

4.4

ARTICLE 4
RENTAL
For use and occupanéy of the Leased Premises herein granted, the Lessee agrees to pay
to the City during the period commencing on January 1, 2010, and ending December 31,
2010, a monthlyi base rental of One Hundred Eighty-Two Dollars and Twenty-Four Cents
($182.24).
Effective on the first (1st) anniversary date of this lease, January 1, 2011, and every year
thereafter, the base monthly rental will increase by the greater of CPI-U or two and one-
half percent (2.5%).
That the Lessee shall pay a sum double the rental amount as stated in Article 4.1 above,
as and for the rent due for the first and last months with respect to any new tenant(s) is
hereby acknowledged.
The monthly rent, as well as any additional rents set forth herein, shall be paid on the first
day of each moﬁth, in advance, at the office of the Airport Director or at such other office
as may be directed in writing by the City.
If any monthly rental payment is not paid on or before the tenth (10th) day of each month,
such payment shall bear interest at ten percent (10%) per annum.
In addition to thé other rents and fees set forth in this Lease, and beginning the effective
date of this Iease, 'Lessee, as further consideration for the premises, agrées to improve
and renovate the premises as follows:
(@) construction of a warehouse for aviation purposes;

(b) Lessee shall complete all such improvements no later than January 1, 2011.



5.1

5.2

53

(c) Failure of the Lessee to complete all such improvements by January 1, 2011, shall
constitute an immediate breach of this Lease, unless otherwise approved in
writing by the City prior to the completion date.

| ARTICLE 5

ACCEPTANCE, CARE, MAINTENANCE

IMPROVEMENTS AND REPAIR

Lessee warrants that it has inspected the Leased Premises and accepts possession of the
Leased Premises "as is," in its present condition and subject to all limitations imposed
upon the use thereof by the rules and regulations of the Federal Aviation Administration,
the Texas Alcoholib Beverage Commission and those laws imposed by the County Health
Department and by Ordinances of the City and suitableness and sufficiency for the uses
permitted hereunder. Except as may otherwise be provided for herein, the City shall not
be required to n{aintain nor to make any improvements, repairs or restorations upon or to
the Leased Premises.

Lessee shall, throughout the term of this Agreement, assume the entire responsibility, cost
and expense for‘all normal repair and maintenance whatsoever on the Leased Premises in
a good workmanlike manner, whether such repair or maintenance be ordinary or
extraordinary, structural or otherwise. Additionally, Lessee, without limiting the generality

hereof, shall:

(a) keep at all ftimes, in a clean and orderly condition and appearance, the lLeased
Premises;

(b) repair any damage to the pavement, other than that of normal wear and tear, caused
by any agent, employee, representative or business invitee of the Lessee.

In the event the Lessee fails:



(a) to commence to maintain, clean, repair, replace, rebuild or repaint within a period of
twenty (20) days after written notice from the City to do maintenance or repair work

required to be done under the provisions of this Agreement other than preventive

maintenance;

(b) or within a period of ninety (90) days if the said notice specifies that the work to be
accomplished by the Lessee involves preventive maintenance only;

(c) or to diligently continue to complete any repairs, replacements, rebuilding, painting or
repainting as required under the Agreement;

then the City may, at its option and in addition to any other remedies which may be
available to it, enter the premises involved without such entering causing or constituting a
cancellation or breach of this Agreement or an interference with the possession of the
Leased Premisés, and repair, replace, rebuild or repaint all or any part of the Leased
Premises or the improvements thereon and do all things reasonably necessary to
accomplish the work required, and the cost and expense thereof shall be payable to the
City by Lessee on demand. Provided however, if, in the opinion of the City, the Lessee's
failure to perform any such maintenance endangers the safety of the public, the
employees or property of the City or other tenants at the Airport and the City so states
same in its notice to Lessee, the City may, at its sole option, in addition to all other
remedies which may be available to it, elect to perform such maintenance at any time after
the giving of suéh notice, and Lessee agrees to pay to the City the cost and expense of
such performance on demand. Furthermore, should the City, its officers, employees or
agents undertake any work hereunder, Lessee hereby waives any claim for damages or
injuries arising as a result therefrom. The foregoing shall in no way affect or alter the
primary obligations of the Lessee as set forth in this Agreement and shall not impose or be
construed to impose upon the City any obligations to maintain the Leased Premises

unless specifically stated otherwise herein.



5.4

5.4.1

55

5.6

Plans and specifications for all major repairs, constructions, alterations, modifications,
additions or replacements (hereinafter referred to as “improvements") undertaken by the
Lessee shall not be commenced without prior written consent of the City. The City shall
advise Lessee within twenty (20) days after receipt of the written request of its approval or
disapproval of the proposed work, and in the event it disapproves, the City shall state its
reasons for disapprovai.

Lessee agrees to begin construction and to use its best efforts to complete the
construction of improvements within one (1) year of the lease commencement date
(January 1, 2011), weather permitting.

Nothing in this lease shall be construed as an agreement by the City to waive any lien the
City may have, constitutionally, statutory or contractually, upon any leasehold
improvements on the property of Lessee nor to make any agreement to subordinate any
such lien to the lien(s) or claims of any third party.

Prior to termination of this lease, all improvements shall be the property of Lessee and as
such they may: be subject to City liens. However, regardless of how this lease is
terminated, at the termination of the lease — but not before — Lessor shall become the title
owner of all improvements constructed by the Lessee that remain upon the Leased
Premises (excluding fuel tanks and personal prbperty). A consensual sublease shall not
constitute termination. Prior to termination of this lease, Lessee shall be liable for any
taxes attributable to the leasehold. However, it is specifically agreed between the parties
that upon termination or cancellation of this Agreement, at the option of the City, any and
all improvements constructed or to be constructed upon the Leased Premises may be

removed and the premises restored to pre-lease condition at the sole cost and expense



6.1

6.2

6.3

6.4

6.5

of the Lessee. Failure of Lessee to pay the expense of removal and restoration, if City
elects to have the improvements removed, shall constitute a breach of this lease for which
Lessee is Iiablé. The City shall not be liable to Lessee or Lessee's contractors or

subcontractor's sublessees for the value of any improvements constructed or located on

the Leased Premises.

ARTICLE 6

ADDITIONAL OBLIGATIONS OF LESSEE
Lessee shall notv produce any disturbances on any Airport property that interferes with the
operation by tﬁe City or the Federal Aviation Administration of air navigational
communications or flight equipment on the Airport.
Lessee shall control the conduct and demeanor of its officers, agents, employees, invitee
and, upon objeétion from the City concerning the conduct or demeanor of any such
person, Lessee shall immediately take all lawful steps necessary to remedy the objection.
Lessee shall co‘mply with all laws and regulations promuigated by the Federal, State,
County, City and Airport authorities applicable to the Leased Premises and its operations
at the Airport.
Lessee shall comply with all present and future written instructions of the City in disposing
of its trash and refuse at Lessee's expense and shall use a system of refuse disposal
approved by the iCity.
Lessee shall nqt commit nor permit to be done anything, which may result in the

commission of a nuisance, waste or injury on the Leased Premises.



6.6

6.7

6.8

6.9

6.10

Lessee shall not do nor permit to be done anything which may interfere with the
effectiveness of accessibility of the drainage system, sewerage system, fire hydrants and
hoses, if any, inétalled or located on or near the Leased Premises.

Lessee shall comply with Federal Air Regulations and the Airport Security Plan. Lessor
shall cooperate?with Lessee's extraordinary security needs that could include camera
towers, special énclosures or special fencing requirements, but Lessee shall pay all costs
including labor.

Lessee shall not commit nor permit to be done any act or thing upon the Leased
Premises, which may constitute a hazardous condition so as to increase the risks
attendant upon tiwe operations permitted by the Agreement.

Lessee shall not sublet or subcontract to any other person or business entity involved in
any of the abové—listed activities without the prior written permission of the City. This
provision does npt prohibit an individual aircraft owner from doing maintenance and repairs
on the individual's aircraft.

Lessee shall, to the extent possible, limit noise caused by aircraft engine operation.
Lessee shall conduct its operations in a manner as to keep the noise produced by aircraft
engines and components parts, or any other noise, to a minimum by the use of such
methods or deviées as practicable. In no event, shall Lessee use less than those devices
or procedures that are required by the Federal, State or Local law for noise control. In
addition, Lesseejshall use its best effort to minimize prop or jet blast interference to aircraft
operating on or ;adjoining the Leased Premises, buildings, structures and roadways, now
located on or Which in the future may be located on areas adjacent to the Leased

Premises.



6.11

7.1

7.2

7.3

8.1

During the term fof this Lease, and for one year thereafter, Lessee shall permit the City to

examine and audit Lessee's records and books of accounts.
ARTICLE 7

INGRESS AND EGRESS

The Lessee shall have the right of ingress and egress to and from the Leased Premises
by means of roadways to be used in common with others having rights of passage thereon
except when the Airport is closed to the public.

The use of any such roadway shall be subject to the present and future rules and
regulations of the Airport. The City may at any time, temporarily or permanently, close or
consent to or reduest the closing of any such roadway and any other way at, in or near the
Leased Premises presently or hereafter used as such s0 long as a reasonable means of
ingress and egréss, as provided above, remains available to the Lessee. The Lessee
shall not do or pérmit anything to be done which will interfere with the free access and pas-
sage of others to space adjacent to the Leased Premises or in any streets or roadways
near the Leased .Premises.

In the event of an emergency, as determined by the Airport Director, the City is not
required to provide notice to Lessee before the closing of any roadway or other premise.

ARTICLE 8

INSURANCE, DAMAGE OR DESTRUCTION
In the event the improvements made to the Leased Premises are damaged or destroyed
by fire or by reason of any act or omission of the Lessee or its employees, this Lease

Agreement shall continue in full force and effect Lessee shall repair or reconstruct all



9.1

improvements that are damaged or destroyed in accordance with all current laws and
regulations and in a good workmanlike manner at Lessee's own cost and expense.

ARTICLE 9

LIABILITIES AND INDEMNITIES

The City shall not in any way be liable for any cost, liability, claim, cause of action, damage
or injury occurrihg on the Leased Premises or the Airport as a result of any operations,
works, acts or omissions performed by Lessee or its agents, including, but not limited to,

any claim arising from the sale, consumption or distribution of alcoholic beverages.

9.2

Lessee agrees to defend, save and hold harmless the City (its officers, agents,
servants, employees and invitees) of and from any and ali costs, and specifically to
pay all judgments against the City or settlements entered by or on behalf of the City
for damage and expense (including costs of suit and reasonable expenses of legal
services) claimed or recovered, justly or unjustly, false, fraudulent or frivolous, by
any person, firm or corporation by reason of injury to or death of any person or
persons and damage to, destruction or loss of use of any and all property
(including City personnel and City property) directly or indirectly arising from or
resulting from any operations, works, acts or omissions of Lessee, its agents,
servants, employees, contractors, sublessees or tenants. THIS PARAGRAPH
APPLIES EVEN IF THE CITY WOULD OTHERWISE BE RESPONSIBLE FOR
DAMAGES BECAUSE OF THE CITY'S OWN NEGLIGENT ACTS OR JOINT
NEGLIGENT ACTS WTIH LESSEE. Provided, however, that upon the filing with the
City by anyone of a claim for damages arising out of incidents for which Lessee

herein agrees to indemnify, be financially responsible for, and to reimburse the City




and hold the City harmless, the City shall notify Lessee of such claim and in the
event that Lessee does not settle or compromise such claim then Lessee shall
undertake the legal defense of such claim both on behalf of Lessee and behalf of
the City. It is specifically agreed, however, that the City at its own cost and expense

may participate in the legal defense of any such claim.

8.3

9.3.1

04

In addition to Lessee's undertaking, as stated in this Article, and as an additional means of
further protecting the City, its officers, agents, servants and employees, Lessee shall at all
times during the term of this Agreement obtain and maintain in effect public liability
insurance coverage with the City as a named insured as set forth in Exhibit B, attached
hereto and made a part hereof. Such insurance shall be on an occurrence basis. In this
connection, Lessee agrees to require its contractors doing work on the Airport and
Lessee's tenants and sublessees to carry adequate insurance coverage and, if Lessee so
desires, it may accomplish same by an endorsement to Lessee's policies to include such
persons or parties as an additional named insured.

The City reserves the right to increase the minimum liability insurance, set forth in Exhibit
"B," whenever the liability of the City under the Texas Tort Claims Act increases, or in the
City's opinion, the risks attendant to Lessee's operations hereunder have increased.

The Lessee represents that it is the owner of or fully authorized to use any and all

services, processes, machines, articles, marks, names or slogans used by it in its

~ operations under or in anywise connected with this Lease Agreement. The Lessee

agrees to save and hold the City, its officers, employees, agents and
representatives free and harmless of and for any loss, liability, expense, suit or

claim for damages in connection with any actual or alleged infringement of any

10




9.5

10.1

patent, trademark or copyright or arising from any alleged or actual or unfair
competition or other similar claim arising out of the operations of the Lessee under
or in anywise connected with this Agreement.

The Lessee represents and warrants that no broker has been concerned on its
behalf in negotiation of this Agreement between the City of Galveston and Lessee
and that there is no such broker who is or may be entitled to be paid a commission
in connection therewith. The Lessee shall pay and save harmless the City of and
from any claim for commission or brokerage made by any such broker when such
claim is based in whole or part upon any act or omission of the Lessee, as well as
any commissions due from the broker to Lessee.

ARTICLE 10

RULES AND REGULATIONS

From time to time, the City may adopt and enforce rules and regulations with respect to
the occupancy and use the Airport. Lessee agrees to observe and obey any and all rules
and regulations and all other Federal, State and Municipal rules and regulations as they
now read or are hereinafter amended and to require its officers, agents, employees,
contractors and suppliers to observe and obey the same. The City reserves the right to
deny access to the Airport and its facilities to any person, firm or corporation that fails or
refuses to obey and comply with such rules, regulations or laws. Lessee hereby acknowl-

edges receipt of a current copy of such City rules and regulations.

11



121

12.2

ARTICLE 11
SIGNS
Lessee shall have the right to install and maintain one or more signs on the Leased
Premises identifying it and its operations, provided however, the subject matter, type,
design, number, location and elevation of such sign and whether lighted or unlighted shall
be subject to and in accordance with the written approval of the City. No sign will be
approved that may be confusing to aircraft pilots, automobile drivers or other traffic or

which fails to conform to the architectural scheme of the Airport or meet the requirements

of the City.
ARTICLE 12

ASSIGNMENT AND SUBLEASE

Lessee covenants and agrees that it will not sell, convey, transfer, mortgage, pledge or
assign this Agreement or any part thereof or any rights created thereby without the prior
written consent of the City, and such consent shall not be unreasonably withheld. As a
condit_ion of any assignment, the City may require Lessee to disclose all terms of the
assignment including, but not limited to, financial information and terms of the assignment.
In the event this Agreement is assigned, Lessee agrees to require any Assignee to comply
with all terms of this Lease Agreement. Lessee shall require any Assignee to provide to
Lessor proof of insurance and all insurance renewals.

Lessee shall not sublease the premises or any part of the premises and shall not grant any
right or privilege to any person or legal entity to occupy or use the premises or any portion
of the premises, without the prior written consent of the City, and such consent shail not be

unreasonably withheld. Such consent by the City to an employee, agent or sub entity of

12



12.3

12.31

12.4

Lessee shall not constitute a sublease for purposes of this agreement. Termination of this
Lease Agreement shall automatically terminate all rights of any person occupying or using
the Leased Premises.

Any assignment of this Agreement must be approved by City Council, and such consent
shall not be unreasonably withheld. Such approval shall be on the condition that the
assignee accepts and agrees to all of the terms, conditions and provisions of this
Agreement and agrees to accept and discharge all of the covenants and obligations of
Lessee hereunder including, but not limited to, the payment of all sums due and to
become due by Lessee under the terms hereof.

A conveyance or assignment without the City's written consent will terminate this
Agreement.

If the Lessee assigns, sells, conveys, transfers, mortgages or pledges this Agreement or
sublets any portion of the Leased Premises in violation of the terms of this Agreement, or
if the Leased Premises are occupied by anyone other than the Lessee, its agents,
representatives, guests and/or invitees, the City may collect from any assignee, sublessee
or the person who claims a right to this Agreement or who occupies the Leased Premises
any charges or fees payable by such assignee, sublessee or other person and may apply
the net amount collected to the rents herein reserved and no such collection shall be
deemed a waiver by the City of the agreements contained in this Article nor of acceptance
by the City of any assignee, claimant or occupant nor as a release of the Lessee by the

City from the further performance by the Lessee of the agreements contained herein.

13



13.1

14.1

ARTICLE 13

CONDEMNATION

Itis further agreed and stipulated that if the whole or any part of the Leased Premises shall
be taken by any public authority for any public use to such extent that the ability of the
Lessee to operate his business will be substantially impaired or frustrated, then this Lease
shall terminate. From the time when possession of the whole or part so taken shall be
required for public use and the rents properly proportioned shall be paid up until that time
and the Lessee whether it elects or not that this Lease shall terminate shall not claim or be
entitled to any part of the award to be made for damages or such taking for public use,
except however, that Lessee may prove and collect from the condemning authority the
value of any improvements erected or made to the premises by Lessee which may be
provable against the condemning authority and such taking shall not be deemed a breach
of any covenant for quiet enjoyment and further, should Lessee not elect that this Lease
terminate, the obligations and liabilities of Lessee upon its covenants herein contained
shall continue in all respects, notwithstanding such taking for public use.
ARTICLE 14

NONDISCRIMINATION

Lessee, its heirs, personal representatives, successors in interest and assigns, agrees as
a covenant running with the land all facilities on the Leased Premises shall be maintained
and operated in compliance with all other requirements imposed pursuant to Title 49,
Code of Federal Regulations, Department of Transportation, Subtitle A, Office of the

Secretary, Part 21, Nondiscrimination in Federally-assisted Programs of the Department of

14



14.2

14.3

14.4

Transportation-Effectuation of Title VI of the Civil Rights Act of 1964 and as said
Regulations may be amended.

Lessee, for itself, its personal representatives, successors of interest and assigns, agrees
as a covenant running with the land that (1) no person on the grounds of race, color or
national origin shall be excluded from participation in, denied the benefits of, or be
otherwise subjected to discrimination as defined by Federal law in the use of the Leased
Premises; (2) no person shall be excluded from participation in, denied benefits of, or be
otherwise subjected to discrimination as defined by Federal law, in construction of any
services on the Leased Premises; (3) Lessee shall use the Leased Premises in
compliance with all other requirements imposed by or pursuant to Title 49, Code of
Federal Regulations, Department of Transportation, Subtitle A, Office of the Secretary,
Part 21, Nondiscrimination in Federally-assisted Programs of the Department of
Transportation-Effectuation of Title VI of the Civil Rights Act of 1964, and as said
Regulations may be amended.

Lessee assures that it will undertake an affirmative action program as required by Title 14
of the Code of Federal Regulations, Part 152, Subpart E. Lessee assures it will require
that its covered suborganization provide assurances to the Lessee that they will similarly
undertake affirmative action programs and that they will require assurances from their
suborganizations, as required by 14 CFR, Part 152, to Subpart E (and as said Regulations
may be amended), to the same effect.

That in the event of breach of any of the preceding nondiscrimination covenants, the City

of Galveston shall have the right to terminate the license, lease, permit, etc., and to re-

15



14.5

14.6

14.7

14.8

enter and repossess said land and the facilities thereon and hold the same as if said
Lease had never been made or issued.

During time of war or national emergency, the City shall have the right to lease the landing
area or any part thereof, to the United States Government for military or naval use and, if
such lease is executed, the provisions of this instrument insofar as they are inconsistent
with the provisions of the Lease to the Government, shall be suspended.

In this connection, the City reserves the right to take whatever action it may be entitled to
by law to take in order to enforce this provision. This provision is to be considered as a
covenant on the part of the Lessee, a breach of which continuing after notice by the City to
cease and desist will constitute a material breach of this Agreement and will entitle the
City, at its option, to exercise its right of termination as provided for herein or take any
action that it deems necessary to enforce compliance herewith.

The Lessee shall include the foregoing provisions in every agreement or concession
pursuant to which any person or persons, other than the Lessee, operates any facility at
the Leased Premises providing service to the public and shall include thereon a provision

granting the City a right to take such action as the United States may direct to enforce

such covenant.

The Lessee shall pay, defend, and hold harmless the City from any claims and
demands of third persons including the United States of America resulting from the
Lessee's noncompliance with any of the provisions of this Section and the Lessee

shall reimburse the City for any loss or expense incurred by reason of such

noncompliance.
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ARTICLE 15

GOVERNMENTAL REQUIREMENTS

The Lessee shall procure all licenses, certificates, permits or other authorization from all
governmental authorities, if any, having jurisdiction over the Lessee's operations at the
Leased Premises, which may be necessary for the Lessee's operations.

Without waiving any right to protect any assessment or to claim any exception to which
Lessee may be entitied by law, the Lessee shall pay taxes, license, certification, permit
and examination fees and excise taxes which may be assessed, levied, exacted or
imposed on the Leased Premises, leasehold interest or operations hereunder or on the
gross receipts or income to Lessee therefrom and shall make all applications, reports and
returns required in connection therewith.

ARTICLE 16

RIGHTS OF ENTRY RESERVED

The City, by its officers, employees, agents, representatives and contractors shall have the
right at all reasonable times to enter upon the Leased Premises for any and all purposes,
provided such action by the City, its officers, employees, agents, representatives and
contractors does not unreasonably interfere with the Lessee's use, occupancy or security
requirements of the Leased Premises.

Without limiting the generality of the foregoing, the City, by its officers, employees, agents,
representatives, contractors and furnisher of utilities and other services, shall have the
right at its own cost and expense whether for its own benefit or for the benefit of other than
the Lessee at the Airport to maintain existing and future utility, mechanical, electrical and

other systems to enter upon the Leased Premises at all reasonable times to make such
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